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1992 FIRST HALF YEAR REPORT ON
INDUSTRIAL CORE PROJECTS*
E.LK.SULE"

and
C. M. ANYANWU
The Industrial Core Projects are rhebasic capital intensit1t industries de/iberatelyeswblished
by the Federal Government to protride material inputs for downstream industries. They include

steri plants, refineries and petrochemical plants, paper mills:frrtiliur, marble, sugar and cement
companies. During the first half of 1992, the performance of most of the Industrial Core Projects
was generally unsatisfactory with the exception of petroleum-based plants. Most of them operated
low ca,-.icities due largely to inadequate funding. Other constraining factors were high cost of

production due in part to poor infrastructural facilities and in part to a depreciated cu"ency
and stiff cmnpetiticm from imports 115 well as frequent breakdown of pllmt m,4 machinery arising
from poor 11111intena11ce.

The industrial core projects reported on in this paper are the basic capital industries
established by the Federal Government to provide raw material inputs for the operation of
the downstream industries. They range from steel plants, refineries and petrochemical
complexes to paper mills, fertilizer, marble as well as sugar and cement companies. Their
performance during the first half of 1992 was generally uJ1satisfactory. With the exception
of petroleum-based plants, most of them operated low capacities., ,Their unsatisfactory
performance was traced to inadequate funding arising from inabil~ty to raise funds from
the financial markets because of high gearing ratios and poor management. High cost of
production arising from poor infrastructural facilities and in part from low naira exchange
rate as well as poor maintenance were other factors.

1.0. The Steel Plants
The Nigerian public sector Steel project comprises of the Ajaokuta Steel Complex
(ASC), the Delta Steel Company (DSC) Ovwian - Aladja, the National Iron Ore Mining

•The paper resulted from routine Half Year survey carrit:d out by some stalf of the Research Department
..E.I.K. Sule is Deputy Director of Research, Economic Policy Unit (Planning &r Development Policy), while C.M.
Anyanwu is a Principal Economist in the Real Sector Division
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Project, ltakpe and the three Steel Rolling Mills at Jos, Katsina and Oshogbo.
1.1.

Ajaokuta Steel Complex
Based on conventional blast furnace process, Ajaokuta Steel Complex was to be
completed in three phases. Following many reviews, the first phase with a production
capacity of 1.3 million tonnes of iron ore per annum is currently being constructed.
Many of the plants in Phase one have been completed and include the following: Light
Section and Bar Mill, Wire Rod Mill, Billet Mill, Foundry, Forge and Fabrication Shop,
Machine Shop, Central Maintenance Workshop and Thermal Power Plants. During
the first half of 1992, some of the units still being constructed were 96 per cent completed
as against 93 per cent in the first half of 1991. These were; the Raw Materials and
Preparation Plant, Coke Oven and By-Product, Iron Making Plant, Steel Making Plant,
Sintering Plant, Blast Furnace Complex, Rubberising Shop, Converter Shop and
Continuous Casting Shop. The company is not yet in operation but receives job orders
which some of the completed units handle from time to time.
Job orders executed in the review period included 31,500 kg at the Foundary
and Pattern Making Shop; 8,600 kg and 18 pieces of products from the Forge and
Fabrication Shop while the Repair Shop carried out jobs in machining and repairing
of pins, flywheel stud, disk nuts, linear beam, etc. and other various services like
winding of rotors, electric motors, electric generators and compressors. The Thermal
Plant and Turb Power Station generated 71.9 million kwh of electricity of which 12.4
million kwh was sold to NEPA on commercial basis as against the generation of 98.3
million kwh and the sale of 60.7 million kwh in June, 1991. The decline in generation
and sales was due to lower demand by NEPA, the sole consumer. In order to overcome
part of the problem of raw material availability arising from the fact that the ltakpe
Iron Ore Project is not yet in operation, ASC during the review period, signed joint
venture contract with Messrs. Providence Steel Nigeria Limited (PSNL) for an initial
period of five years for the supply of blooms for commercial production in the Medium
Section and Structural Mills and eventual sale of the finished products in and outside
Nigeria. Similar agreements were also signed with two other companies, the one for
conversion and activation of the Light Section Mill, and the other for the Wire Rod
Mill. The agreements required ASC to pay only conversion fees to these companies.
Another advantage is that these agreements will facilitate operations when the commissioning of the first phase, twice postponed but currently rescheduled for the last
quarter of 1992 finally takes place.
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1.2

Delta Steel Company (DSC)
Commissioned in January 1982, the Delta Steel Company (DSC), Aladja has an
installed capacity of one million tonnes of liquid steel per annum to cast into 960,000
tonnes of billets. The inland rolling mills at Jos, Oshogbo and .Katsina were planned
to consume about 67 per cent of the billets, while the balance was to be processed
within the plant's rolling mill. The plant was to obtain some of its inputs from th.e
Mifergue-Nimba Iron Ore in Guinea and the balance was to be obtained locally from
Ajaokuta Steel Complex. Arising from raw material constraints therefore, DSC has
been operating below one-quarter of its installed capacity which further deteriorated
in the first half of 1992.
The company's capacity utilisation rate declined from 12.2 per cent in the first
half of 1991 to 9.1 per cent. Correspondingly, its production fell from 69,797 tonnes
to 57,946 tonnes, a decline of 16.9 per cent. Billets accounted for 75.2 per cent of its
total production while rolled products accounted for the balance of 24.8 per cent.
The total value of raw materials used increased substantially by 79.9 per cent
to N149.2 million. The cost of imported raw materials, accounted for 83.3 per cent
of the total while locally sourced inputs constituted the balance of 16.7 per cent. The
quantity of billets and rolled products sold declined by 12.4 and 42.0 per cent to 2,707
and 9,336 tonnes, respectively, during the period. Despite the decline, sales turnover
increased by 19.4 per cent to N200.7 million, reflecting increase in product prices. For
example, while the average price of a tonne of billets was N3,007 during the first half
of 1991, it increased by 97 per cent to NS,933 during the review period.
The company exported products worth US $0.56 million in tl)e review period.
There was no export during the comparable period of 1991. In the period, the level
of employment fell by 4.9 per cent as a result of resignation, from 5,666 to 5,400.

1.3

National Iron Ore Mining Project
The National Iron Ore Mining Project (NIOMP) has responsibility for exploring,
exploiting and processing iron ore, the main raw material of the iron and steel industry
in Nigeria. In carrying out these responsibilities, NIOMP started with the exploitation
of the ltakpe iron ore deposit which has a proven reserve of 200 million tonnes. It
is projected that NIOMP has the potential to supply a total of 2.15 million tonnes
of upgraded iron ore requirements of ASC and 40 per cent (550,000 tonnes) of the
requirements of DSC annually.
At the end of 1991, the company's total stock pile stood at 1.8 million tonnes.
In the first halfof1992, the stockpile increased by 148,508 tonnes compared with 221,808
tonnes achieved in the corresponding period of 1991. The 25 per cent fall in production
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was attributed to inadequacy of mining equipment resulting from shortage of funds.
The Itakpe run-off-mine ore is relatively low in iron content (36%fe). For this
reason, it has to be beneficiated (upgraded) to the higner quality requirements of ASC
(64% fe) and DSC (68%fe). Test run is being carried out on the beneficiation plant
wi~ a view to commissioning it late in 1992. Work on the first chain comprising
of the primary and secondary cursher and starker has almost been completed, while
the second chain comprising of the mill and the concentrate storageyard has also
progressed satisfactorily. The Railway line designed to convey the beneficiated iron
ore concentrate from Itakpe to Ajaokuta has been completed while the line connecting
the project's 132 kv sub-station to the existing 330 kv station at Ajaokuta is almost
completed. Also progressing satisfactorily is the Osara Dam. The Dam is planned
to supply water for washing the ore in the process of beneficiation. It is about 95
per cent completed compared with about W per cent last year.
During the period, the project invested NI 1.8 million on machinery and equipment which did not attract any expenditure in the corresponding period of 1991. Spare
parts, repairs and maintenance, vehicles and others attracted a total expenditure of
Nl0.01 million. In the period, the sum of N27.8 million was received from the Federal
Government out of which N21.8 million financed its investments. As against this,
the project's funds in the same period last year amounted to N8.S million out of
which N2.9 million was spent on investment.
The future of the project is relatively bright considering that it has an assured
market and its Itakpe Hill iron ore reserve is expected to last some 25 years at the
current )eve) of planned production. Besides, there are some other reserves that are
as large if not larger than the Itakpe Hill reserve that are yet to be exploited..

1.4

Jos Steel Rolling Mill
The standard capacity of Jos Steel Rolling Company OSRC) is lW,000 tonnes
per annum out of which 24,000 tonnes was planned to be utilised during the year
because of resource constraints. In the first half of 1992, capacity utilised was 15.3
per cent compared with l 1.9 per cent in June, 1991 when planned capacity was 33,000
tonnes. Actual production in the respective halves were 3665.03 and 8355.95 tonnes.
The substantial decline of 56.1 per cent in the first half of 1992 was attributed to
scarcity of raw materials (biJlets). DSC did not have billets between January and
February when JSRC had funds. However, between March and April when DSC
had billets to sen, the company did not have sufficient funds because of its outlay
on overheads.
Value of sales during the period wasN27.9 million compared with N34.2 million
in June, 1991 while the quantity of products sold during the two halves were 4,806
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tonnes and 8,181 tonnes at the respective unit prices of N6,000.00 and N4,809.00. The
hike in price during the period rec•tlted in reduced demand and increase in inventory
accumulation of raw materials and finished steel products. In the period, inventory
accumulation rose to 8,460 tonnes showing a rise of 181 per cent. The current import
liberalisation and price hike explain the substantial rise in inventory accumulation.
The company, therefore, feels that its future is uncertain if the current trend were
to continue. Hitherto, its products were in high demand so much so that its customers
paid in advance to enable it produce for them.
.
As regards power supply, JSRC is entirely dependent on NEPA whose power
supply has neither been constant nor regular. This situation had led to the lowering
of efficiency in the company. One basic solution is for the company to consider acquiring
a captive power plant in order to reduce its dependence on NEPA.

1.5

Oshogbo Steel Rolling Company
Oshogbo Steel Rolling Company has an installed capacity of 105,000 tonnes of
steel products per annum. Constrained by inadequate financing and the problem
of high influx of imported rods and bars, its capacity utilisation rate was 6.6 per cent
as against 9.9 per cent in the first half of 1991. The corresponding production level
declined by 32.7 per cent to 6,973.1 tonnes. Wire rods produced fell by 32.0 per cent
to 5,122.2 tonnes while merchant bars declined by 345 per cent to 1,850.94 tonnes.
'The value of production, at N37.8 million, rose by 2.3 per cent above its level
in June, 1991. However, sales turnover amounting to N27.9 million was 9.7 per cent
below its level in the comparable half of 1991. The fall in the value of sales was due
to lower quantity of sales since the unit selling price in the period rose by 35.5 and
33.0 per cent for wire rods and merchant bars, respectively. For example, the quantity
of wire rods sold in the period fell by 64.9 per cvnt. Arising from this, inventory
accumulation largely of raw materials rose six fold. However, the company's work
force in the period increased by 35 per cent to 703.
The recent influx of imported steel produds has almost replaced the demand
for the company's products while the prevailing rise in costs imparts high prices to
local steel products and reduces the competitive advantage which local steel products
had over the imported variety. The company therefore views business prospects in
the second half of 1992 as uncertain.

1.6

Katsina Steel Rolling Mill (KSRM)
The Katsina Steel Rolling Mill has capacity to produce 210,000 tonnes of iron
products annually. Due to inadequate supply of raw materials from DSC, the plant
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operated only 3.4 per cent of its installed capacity, a fall of 1.1 percentage points from
its level in the first half of 1991. Consequently, production declined from 9,525.1 tonnes
to 7,213.3 tonnes during the period. Similarly, cost of operations declined by 8.5 per
cent to N19.7 million but the value of investment increased phenomenally from N0.5
million in the first half of 1991 to NI .4 million. Purchases of spare parts accounted
for 92.8% while repairs and maintenance accounted for the balance. The investment
expenditure was entirely financed from internally generated funds. The level of
employment went up by 2.3 per cent to 573.

2.0

Paper Plants
In order to promote self-sufficiency in the paper industry, the Federal Government
initiated the setting up of three paper mills namely, The Nigerian Paper Mills (NPM),
Jebba; The Nigerian Newsprint Manufacturing Company (NNMC), Oku Iboku; and
The National Paper Manufacturing Company (NPMC), Iwopin. The NPM was set
up to produce industrial grade papers (board) and NNMC was to produce newsprint
for the Newspaper Industry while NPMC was designed to produce newsprint for
the domestic market and bleached pulp for export. Operations of these plants are
analysed as follows:

2.1

Nigerian Paper Mill, Jebba (NPM)
The NPM Jebba has an annual capacity to produce 32,500 tonnes of paper,
1,500,000 pieces of carton and 70,215 (gross) exercise books. During the period, capacity
utilisation in the production of paper, cartons and. exercise books were 9.4, 13.1 and
1.3 percent, respectively, as against 15.8, 12.6and 5.3 percent attained in the comparable
period of 1991. Correspondingly, production levels of paper, cartons and exercise
books at 3,067 tonnes, 19,645 pieces and 942.4 gross tonne_s showed substantia I declines
of 40.6, 42.0 and 74.7 per cent from their respective levels in June 1991. Locally sourced
raw materials valued at N7.8 million constituted 40 per cent of total raw materials
used in production during the period. The balance of 60 per cent valued at Nl 1.7
million was sourced from imports. The value of total production was N37.8 million
compared with N49.9 million in June 1991.
As regards the quantity of products sold, only cartons increased marginally by
0.3 per cent to 230,285 pieces while the volume of exercise books and paper fell by
57.9 and 42.6 per cent to 1,379 gross· tonnes and 2,792.2 tonnes, respectively. Consequently, total sales turnover declined by 26 per cent to N35.0 million out of which
the value of paper at N32.6 million accounted for 93.1 per cent.
Total cost of operation declined by 19.7 per cent to N53.2 million but investment
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expenditure rose substantially to 1.7 million - more than quadrupling its level in the
comparable period of 1991. The invested funds were generated from the company's
own funds. The company is of the view that it would have a more successful future
performance as a result of the substantial increase in investments undertaken during
this period.
2.2

Nigerian Newsprint Manufacturing Company, Oku Iboku, Akwa ,Ibom
The Nigerian Newsprint Manufacturing Company (NNMC), Oku lboku, Alc.wa
lbom State, has the capacity to produce 100,000 tonnes of newsprint per annum.
However, production in the review period amounted to 7,541.7 tonnes showing a fall
o.f 42.1 per cent from its level in June 1991. Consequently, capacity utilization of the
plant fell from 26.1 to 14.0 per cent. Although NNMC sources 80 per cent of its raw
materials (gmelina) locally, its major constraint has been inadequate funding which
makes it difficult to purchase sufficient spare parts and imported long fibre pulp and
to have adequate working capital.
In the period, the quantity of newsprint sold declined by 38.9 per cent to 7,650.0
tonnes. Correspondingly, the company's sales turnover fell by 34.2 per cent to N58.2
million thus increasing the company's losses before tax to NSS.1 million. During the
review period however, NNMC exported 40 tonnes of newsprint to Zimbabwe. This
was an important development since the export item did not occur in the comparable
period of 1991 . The company's invesbnent expenditure went up substantially to N82.5
million of which 26.7 per cent was used for machinery and equipment, vehicles as
well as repairs and maintenance while the balance (73.3%) was spent on miscellaneous
expenditure. The company's staff strength expanded by 5.3 per cent to 1,742 during
the period.

2.3

Nigerian National Paper Manufacturing Company (NNPM) Limited, Iwopin
The NNPM, lwopin was originally designed to produce 100,000 tonnes of bleached
pulp for export and 65,000 writing and printing paper for the domestic market.
Construction work began in 1977 and stalled in 1983 due to shortage of funds. Recent
attempts made to complete the project led to its sub-division into three phases namely,
Paper Finishing and Conversion (phase I), Pulp Production from local woods (phase
II) and Paper Production from local and imported pulp (phase III).
Construction works on phase I resumed in early 1991. In a bid to quicken the
pace of its completion, a task force to handle it was constituted in April, 1991 with
the Minister of Industries as its Chairman. The installation of six production lines
has been completed and test run on the machine to produce various sizes of paper
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commenced late 1991. During the first half of 1992, an investment expenditure of
N24.4 million was made of which machinery and equipment accounted for 68.4,%,
repairs and maintenance 1.6% and other items 29.9%

3.

The Fertilizer Plants
Motivated by the strong desire to enhance agricultural production in Nigeria
in order to provide sufficient f009 for the populace as well as for export to earn and/
or conserve the increasing foreign exchange expended yearly on food imports, the
federal government set up two fertilizer plants. During the review period, the plants'
performance was constrained by inadequate funding. The planned partial privatisation
of the plants when fully implemented may introduce a new lease of life through
improved administration and funding.

3.1

Federal Superphosphate Fertilizer Company, (FSFC) Kaduna
Established in 1976, the FSFC has an installed capacity of 20,000 tonnes for the
production of sulphuric acid, 100,000 tonnes for single superphosphate (SSP) fertilizer
and 7,500 tonnes for alum. Due to shortage of funds, the company was unable to
procure sufficient raw materials and spare parts for this operation during the first
halfof 1992 as was the case in the comparable period oflast year. The capacity utilisation
rate of the alum plant declined by 4.8 percentage points to 9.5 per cent while alum
production in the period declined by 33.5 per cent to 1,427.8 tonnes. However,
production of SSP fertilizer increased significantly to 1,512.9 tonnes from 18.2 tonnes
produced during the comparable period of 1991. As a result, SSP plant capacity
utilisation rate rose from0.04 percent inJune 1991 to3.0 percent while total production
of SSP fertilizer and alum rose by 505 per cent to 2,143.7 tonnes.
The sales turnover of the company rose to Nl0.9 million by 44.5 per cent, as
a result of higher volume of sales and increases in product prices. The. level of
employment remained unchanged at 300 during the review period.
The major constraint of FSFC which led to low capacity utilisation rates was
foreign exchange shortage. This caused delays in repairs through shortages in essential
inputs like phosphate rock (from Togo) and alumina from Europe/ America. FSFC
does not yet source alumina from local kaolin for its alum production, nor phosphoric
rock from local sources for the production of SSP fertilizer. Although phosphoric
rocks have been found in Sokoto and Haro (Ogun State), efforts to ascertain the
commercial quantity of these deposfts remained uncoordinated.
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National Fertilizer Company of Nigeria, (NAFCON)
NAFCON, Onne, near Port Harcourt was designed to produce 330,000 tonnes
of ammonia, 495,000 tonnes of urea and 330,000 tonnes NPK fertilizers. However,
in the review period, the capacity utilisation rate was 86.5 per cent for the ammonia
plant, 80.0 per cent for the urea plant and 61.1 per cent for the
NKP plant. The
.resulting average capacity utilisation rate declined by 21.1 percentage points to 76.4
per cent while the quantity of fertilizers produced declined by 23.1 per cent to 441,624
tonnes. The substantial decline in production was attributed to tum around maintenance carried out during the review period and the high cost of operation consequent
on the substantial depreciation of the naira. For example, the value of raw materials
used, of which locally sourced raw materials constituted 31.2 per cent, rose by 40.5
per cent to N342.6 million. Similarly, the cost of operation rose by 44.9 per cent to
N560.3 million.
The quantity of fertilizer sold was 272,360 tonnes, showing a fall of 6.5 per cent
from its level in the corresponding period of 1991. Howe"er, on account of price hike,
sales turnover rose substantially by 81.3 per cent to N843.0 million. During the period,
the company exported ammonia and urea fertilizers valued at US$10,699.6 as against
US$20,239.8 in the comparable period of 1991.
Investment expenditure at N537.8 million almost doubled its·level in June 1991.
The expenditure was financed entirely from internally generated funds. The level
of employment rose marginally by 0.3 per to 1,553. Given the high demand for its
products, NAFCON foresees bright business prospects for the second-half of 1992.
\

4.0

Refineries and Petrochemical Plants
The Refineries in Nigeria were four in number while the petrochemicals were
two during the review period. The two petrochemical complexes in the country
are currently based in Warri and Kaduna. The former was designed to produce 35,000
tonnes of polypropylene and 18,000tonnesof carbon black per annum while the Kaduna
plant was designed to produce30,000 tonnes of Linear Alkyl, 38,000 tonnes of parafinated
Kero solvent, 15,000 tonnes of Benzene and 2,700 tonnes of heavy alkylate. During
the review period, both the refineries and petrochemical complexes had mixed
performance as analysed below.

4.1.

Kaduna Refinery and Petrochemical Company
Additional processing capacity of 14,858 tonnes was added to the Kaduna
Refinery during the review period thereby raising its installed capacity from2,668,914
tonnes to 2,682,772 tonnes. However, the refinery's capacity utilisation declined from
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The quantity of products lifted for sale by PPMC rose from 1,007,499 tonnes to
2,041,108 tonnes and more than doubled its level in June 1991, while the plant's cost
of operation almost doubled from N254.0 million to NS03.2 million. However, profit
before tax rose from N26.1 million to N37.4 million.
During the period, investment expenditure rose by 47.7 per cent to NS2.0 million.
The invested funds were generated mainly from internal sources. The level of employment
in the plants fell from 2,107 to 1,801 as a result of cost rationalisation. The company
perceives bright future based on increased investment and continuous improved
management.
The installed capacity of the Warri petrochemical plant is 9,000 tonnes of carbon
black and 17,500 tonnes of polypropylene. During the review period, performance
improved considerably following the rehabilitation in December 1991 of the Warri
Refinery which supplies its feed stock. The installed capacity utilisation rate of the
polypropylene attained 28 per cent and carbon black 35 per cent as against zero per
cent and one per cent, respectively, in the comparable period of 1991. Polypropylene
production was 3,710 tonnes during the period, while carbon black production rose
sharply to 2,554 tonnes.
All the products of the plant were lifted for sale by PPMC. The selling price
of carbon black rose from Nl,500 to N6,500 per tonne during the period while
polypropylene remained unchanged at N12,500 per tonne. The quantity of locally
sourced raw materials used in production was 2.2. million tonnes of crude petroleum
valued at Nl7.6 million as against 0.92 million tonnes valued Nl4.8 million in the
corresponding period of 1991.

4.3

Port Harcourt Refineries
The old Port Harcourt Refinery which was gutted by fire in 1989 was still under
rehabilitation during the first half of 1992. The refinery was therefore not operational
during the review period.
Nigeria's fourth refinery at Elesa-Eleme near Port Harcourt has the capacity to
process 150,000 barrels of crude oil per day. During the review period, its capacity
utilisation rate declined by 4 percentage points to85 percent. The volume of production
also declined by 30.2 per cent to 2,193,309 tonnes.
The refinery's production profile shows that out of its six products, namely, LPG,
PMS, DPK, AGO, Fuel Oil and others, only the production of fuel oil amounting to
539,678 tonnes was 4.4. per cent higher than its level in June 1991. The remaining
items recorded short falls due mainly to the decline in the supply of crude oil. The
refinery's production is a function of crude oil supplied to it which is often in com-
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66.3 per cent to 62.7 per cent in the period. Following this, the overall production
fell by 2.1 per cent to 1,377,678 tonnes. The production profile shows seven different
types of oil products during the period. The products, except base lube oils and
asphalt, rose above their levels in the comparable period of 1991. Base lube oils and
asphalt declined by 31.1 and 54.8 per cent, respectively The quantity of products
lifted for sale by the Petroleum "Products Marketing Company (PPMC) during the
period declint.'d by 3.4 per cent to 1,3%, 927 tonnes. The fall in production was attributed
mainly to plant shut-down which the refinery experienced twice during the review
period. The first, for 65 days, was to enable repairs to the air cooler and the second,
for 60 days, was for the replacement of a catalyst. Other problems experienced included
inadequate supply of imported crude oil and inadequate supply of utilities for continued operation of SOIi-.? of the process units. The refiners expect that these problems
can be contained and hence they perceive a brighter future.
Installed capacity of the Kaduna Petrochemical Plant (or the laboratory production section) is 15,000 tonnes per annum but the rate of capacity utilisation during
the period fell substantially by 84.1 percentage points from 60.3 per cent in June 1991
to 9.4 per cent. Accordingly, production fell sharply by 72.2 per cent to 3,297 tonnes.
The decline - due to five months shut down for the molecular unit repairs - was shared
by all the four units of the plant. They declined from their levels in the comparable
half of 1991 in the following order: linear Alkylate 82.7%, Kero Solvent 0.3%, Heavy
Alkylate 84.0% and Benz.ene 54.7%.
The quantity of products lifted for sale in the period by PPMC fell from 11,281
tonnes in June 1991 to 4,338 tonnes, only Linear Aalkylate and Kero Solvent were
lifted and their quantities were lower than their corresponding levels in June 1991
by 655 and 2.3 per cent, respectively.
4.2

Warri Refinery and Petrochemical Company

The Wani Refinery has the capacity to process 125,000 barrels of crude oil per
stream day or 5.1 million tonnes of crude oil per annum. Following the ~uccessful
rehabilitation of its fluid catalytic cracking unit in September, 1991 and its re-streaming
on November 13, 1991, the performance of the company improved substantially. The
average capacity utilisation rate rose from 30 per cent in the first half of 1991 to 71.0
per cent in the review period. Consequently, the refinery produced 1,990,447 tonnes
of petroleum products reflecting an increase of 128.4 per cent over its level of 871,448
tonnes achieved during the first half of 1991. All its products - liquefied petroleum
gas, premium motor spirit, automotive gas oil, kero solvent and fuel oil - contributed
to the increase.

168

CBN ECONOMIC&: FINANCIAL REVIEW, VOL. 30, NO.3

petition with export volumes that fetch foreign exchange without any further processing.
The quantity of oil for sale, covering PPMC liftings by road, showed that eight
products were involved. Their total tonnage was 1.05 million tonnes compared with
1.10 million tonnes in June 1991. Since there was no substantial price changes between
the two periods, the value of sales of lifting by road amounted to N634.6 million as
against N664.0 million in the comparable half of 1991. Profit before tax fell sharply
to Nl0.03 million compared with N53.7 million in June 1991. However, investment
expenditure increased to N187.8 million. Of this amount 11.0 per cent or N20.7 million
was financed from internal sources compared with N65.8 million financed entirely
from internal sources in June l 991. In addition, cost of operation increased significantly
to N612.22 million compared with N283.56 million in the comparable half of 1991.
Employment level at the refinery was about the same in the two halves, 1,842 as against
~,845 in June 1991. The prospects at the plant were viewed by management as relatively
bright since its products are in high demand and its machinery and equipment are
currently in serviceable conditions.

5.

The Nigerian Machine Tools Company Limited
Established to produce 179 machines annually, performance of the Nigerian
Machine Tools, Oshogbo (NMTL), was depressed during the review period. Operations
were constrained by lack of funds to complete the Fou.ndary and Heavy Parts Shops.
Other facilities that were deficient are machinery, equipment, research and development (R&:D) facilities and material testing Lab. As a result, the tool room could not
perform its basic function of producing machines. It operated 5 per centof its installed
capacity in contrast to 10 per cent in June 1991. Its main activity during the review
period. was fabrication and reconditioning of industrial spar~ parts for companies and
public institutions on contractual basis.
The quantity of raw materials used but sourced locally rose by 14.0 per cent
to 7.20 million tonnes. The value of production was N345.615 million compared with
N223.367 million in the corresponding period of last year. Sales turnover which
reflected varied prices based on the type and complexity of work done was N189.721
million representing a decrease of 31.0 per cent from its level in June 1991. But
inventories mainly of raw materials rose by 12.4 per cent to N2.9 million in the period.
Total cost of operation in the period fell by 42.8 per cent to Nl.3 million due
largely to marked reduction in salaries and wages arising from a significant decrease
in the level of employment. Total investment expenditure was NSl.3 million derived
from N56.9 million, which NMTL received as Loans from the Federal Government.
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The prospects for NMTL remained uncertain because of the absence of Foundry,
Heavy Parts Shops and other facilities which would facilitate operations in the second
half of 1992.

6.

Marble Companies
The companies reported on are the Jakura and Igbetti marble industries located
in Kogi and Oyo States, respectively. They lacked adequate funds to maintain profitable
operations as discussed below:

6.1

Jakura Marble Industry
The Jakura Industry QMI) located at Lokoja, the confluence of Rivers Niger and
Benue has an installed capacity of 432,000 tonnes per annum out of which one per
cent was utilised in the first halves of 1991 and 1992 to prcx:luce 5,991.3 tonnes and
6,340 tonnes of excellent -~arble, respectively. The quantity of marble sold declined
by 36.4 per cent to 3,489.7 tonnes while sales turnover amounted to Nl.3 million
compared with-Nl.7 million in the comparable half of 1991. The industry's inventory
of finished goods rose to N2.5 million from N0.8 million in June 1991 due to the lull
in construction activities. Investment expenditure amounted to N6.2 million compared
with NSO.S million in June 1991. The amount invested in the period derived from
bank loans and the company's internal funds (Nl.S million) as well as equity capital
of Nl O million.
The most fundamental problem of the industry in the period was financial. Poor
funding led to the industry's inability to procure needed capital equipment such as
dump trucks which feed· the crushers. Only one crusher operated in place of about
ten. Also because of shortage of fun~s, the industry was unable to procure spare
parts to repair and maintain its aged machines. In additiqn, poor access roads
constrained the company's operation.

The company required substantial capital injection and its management argued
that the feeder roads constructed and maintained by it in the cause of its operations
were serving as access roads for the villages in the locality. The government should
therefore reimburse its infrastructural development or in the alternative allow the
company to levy some charges on the villages. This, the management argued, would
help to bring in part of the needed capital.

6.2

The Nigerian Marble Mining Company (NMMC)
Performance at the Nigerian Marble Mining Company, Igbetti, Oyo State, which
has an installed capacity of 28,800 tonnes per annum, was dull during the first half
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the ownership structure would change with government divestment of its equity
holding. This was expected to result in better funding and better management of
the plants.

8.1

Cement Company of Northern Nigeria, Sokoto
The Cement Company of Northern (CCNN) has an installed capacity of 250,000
tonnes per annum. During the period of review, the company operated 3 shifts and
capacity utilization rate of 89.0 per cent compared with its all-time high level of 95.0
per cent in the comparable half of 1991. The decline was attributed to delays in the
delivery of imported bricks, shortage of spare parts and trucks used for moving
products. CCNN produced 124,517 tonnes of cement valued at N57.605 million,
reflecting a decline of 17.3 per cent from its level in the first half of 1991. Quantity
of cement sold in the period declined by 27.1 per cent to 117.628 tonnes while the
value of sales at N40.670 million more than doubled its level in June 1991. The
explanation for a lower volume resulting in a higher sales value was due to the
substantial price increases. Total cost of production rose by 23.5 per cent to N98.3
million while investment expenditure declined during the period by 24.6 per cent to
N55.1 million. The company's staff strength rose by 11.8 per cent to 950. The
management perceived bright prospects in the second half of 1992 if the waiting time
for imported inputs could be shortened .

8.2

West African Portland Cement (WAPCO), Eweko.ro
Production at WAPCO declined by 4.6 per cent from its level in the first-half
of 1991 to 549,867 tonnes. Capacity utilization rate therefore declined to 68.7 per cent
as against the installed capacity of 800,000 tonnes. Reflecting general increases in
price, the cost of operations rose by 17.7 per cent to N309.0 million, while the quantity
of cement sold declined by 3.7 per cent to 555,710 tonnes, sales turnover increased
11.6 per cent to N405.7 million, due to unit price increase during the review period.
A tonne of cement which sold on aveiage for N623.22 in June last year, sold for N836.76
in the same period of 1992. The investment expenditure of the company fell by 0.5
per cent to N37.5 million. Local banks supplied 57.1 per cent of the invested funds
as loans and advances, while the remaining 42.9 per cent was generated internally.
The level of employment in the period declined to 2,650 by 1.9 per cent. The company
was looking forward to a bright future arising from contemplated increase in production following increased capacity utilisation.

...,..----
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8.3

Nigerian Cement Company (Nigercem), Nkalagu
The installed capacity of Nigercem was 600,000 tonnes per annum. During the
year, it operated three shifts and attained a capacity utilization rate of 18.0 per cent
compared with 25 per cent attained in the same period of last year. Cement production
in the period. declined by 25.9 per cent to 55,392 tonnes. Quantity of sales at 55,392
tonnes declined by 26 per cen t from its level in June 1991 but sales turnover rose
by 11.5 per cent to N62.9 million due to higher selling prices. The value of production
was N57.1 million as against N49.1 million in June 1991 . Investment expenditure
totalled 17.1 million compared with N27.9 million in June 1991. Of the investment
expenditure, 87.6 per cent was derived from the company's own funds while the
balance of 12.4 per cent came from equity capital The number of people employed
increased by 17.9 per cent to 1,580 during the period. In view of lack of funds and
higher costs of inputs, the company faces uncertain future in the second half of 1992.

8.4

Benue Cement Company
Capacity utilization rate of the BenueCement Company with an installed capacity
of 450,000 tonnes per annum dropped from 56.4 per cent in the first half of 1991 to
51.3 per cent. Accordingly production at 227,430 tonnes was 2.3 per cent lower than
its level in the comparable half of 1991, but the value of production increased by 19.0
per cent to N144.2 million. Similarly, although the quantity sold fell by 11.8 per cent,
sales turnover rose fromN164.4 million in the first half of 1991 to N202.2 million during
the period due to higher unit selling prices. Estimated cost of operation increased
appreciably from Nl21.1 million to Nl33.2 million, and profit before tax rose from
N36.6 million to N44.1 million. Investment expenditure however feJl substantially
from N40.9 million in June 1991 to N6.6 million.
The company's employment level rose by 2.6 per cent to 1,560. Prospects for
the second-half of 1992 are fair though frequent breakdown of company's machinery
and equipment as well as high cost of essential imported inputs pose serious constraints.

8.5

Ashaka Cement Company, Bauchi
With installed capacity of 350,000 tonnes per annum and operating three shifts,
the high level of production at Ashaka Cement Company, declined by 6.8 per cent
from 401,840 tonnes in June 1991 to 374,490 tonnes. The company's capacity utilization
rate thereby declined by 8 percentage points to 107%. The quantity sold also declined
from 401,810 tonnes to 374,470 but sales turnover rose from N266.2 million to N334.7
million because of the rise in unit selling price from N662.5 in June 1991 to N893.8
in the review period. Cost of operations rose from N180.6 million to N211 .9 million.
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The company's profit before tax was N97.0 million as against N78.9 million in the
comparable period of 1991. Invesbnent expenditure amounted to N368.2 million
compared with N363.3 million in the previous year. Of the invested funds, N199.4
million or 54.2 per cent derived from bank loans, and N39 million or 10 per cent was
from equity capital.
The constraints of the company continued to be inadequate infrastructure like
road network and high cost of foreign exchange for the purchase of its imported
inputs. However, the company's future prospects are brjght in the second half of
1992 given its antecedence of excellent performance and good management.
8.6

Bendel Cement Company
Production at the Bendel Cement Company,Ukpilla, declined further during
the review period by 44.7 percent from51,367inJune 1991 to 28,420 tonnes. Capacity
utilization rate thereby fell from 40 per cent in first half of 1991 to 17 per cent as against
the installed capacity of 150,000 tonnes per annum.
The quantity of cement sold declined by 44.7 per cent from 50,684 to 28,024 tonnes.
Sales turnover also declined by 23.2 per cent to N27.7 million, even though the unit
selling price increased from N35.52 to N49.32 per bag. The company's loss during
the period declined by 61 .7 per cent to Nl.3 million.
Bendel Cement Company made an invesbnent expenditure of Nl.8 million
showing a decline of 14.1 per cent from the level of N2.1 miUion during the comparable
period in 1991. The invesbnent was financed from internally generated funds. The
company's labour force declined by ~.3 per cent to 733. As .r egards prospects in the
second-half of 1992,. the persistent increase in production cost might constrain the
company's future performance.

8.7

Calabar Cement Company Limited
1be Calabar Cement Company Limited has a capacity to produce 500,000 tonnes
of cement per annum. Since the 1980s, the company has consistently operated below
one-fifth of its installed capacity. During the first half of 1992, its capacity utilization
.r ate dropped to 4.0 per cent from 6.4 per cent in the first half of 1991. The production
level therefore fell by 3.7 per cent to 10,090.8 tonnes. The fall was attributed to
inadequate funding resulting in insufficient stock of raw materials, lack of spare parts
and inadequate working capital. The quantity of cement sold by the company declined
by 37.0 per cent in the first half of 1992 to 10,090.8 tonnes. However, sales turnover
fell by only 12.S per cent because of price increases. For example, the average price
of a tonne of cement rose by 40.S per cent. Cost of operations went up by
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29.2 per cent to N21.7 million. Thus, the company's total losses before tax increased

by over 100 per cent from N5.8 million to Nl2.l ~lion. Investment expenditure
mainly on repairs and maintenance declined by 72.4 per cent from Nl.1 million to
N0.30 million. 1be company's staff strength increased from 401 to 462 in the period.
As long as the company was unable to source sufficient funds for the purchase
of imported inputs and for maintaining operations, future prospects were viewed as
uncertain. It is hoped that when privatisation is implemented and government equity
holding is reduced to only 30.0 per cent, the company would achieve better performance
through increased funding and better management.

SUMMARY AND CONCLUSION
This report analysed the perfonnance, problems and prospects of the industrial core
projects in Nigeria. The performance measured by reference to average capacity utilisation
rate of the individual projects showed varying levels. The varying levels of performance
led to inquiries about the projects' constraints in production and their prospects.
Capacity utilisation in the steel sector was constrained by the tact that some of the projects
like the Ajaokuta steel complex (ASC), the National Iron Ore Mining Company (NIOMCP),
Itakpe and the Osara Dam were not yet fully operational during the reporting period.
Consequently, the Delta Steel Company (DSC) planned to source part of its raw materials
inputs from the Ajaokuta steel complex had to rely on external supplies which influenced
its production vicissitudes. As a result, DSC achieved a capacity utilisation rate of 9.1 per
cent during the reporting period. Also the in-land steel rolling mills located at Jos, Oshogbo
and I<atsina which were planned 'to source 67 per cent of their billet inputs from DSC,
respectively operated 15.3 per cent, 6.6 per cent and 3.4 per cent of their individual instalJed
capacity.
The Iwopin paper mill in Ogun State was not operational but the mill at Oku Iboku
with an installed capacity of 100,000 tonnes of Newsprint operated 14.0 per cent. On the
other hand, the Jebba paper mill achieved utilisation rate of 9.4 per cent, 12.6 per cent and
5.3 per cent respectively as against its installed capacities of 32,000 tonnes of paper, 1,500.000
tonnes of pieces of carton and 7,215 (gross) exercise books.
In respect of fertilizer project at Kaduna, the alum plant and the superphosphate fertilizer
(SSP) plant utilised 9.5 per cent and 3 per cent of their respective installed capacities during
the period. At the NAPFCON, the amonia plant utilised 86.5 per cent capacity as against
80 and 61.1 per cent capacity operated by the urea and NPK fertilizer plants.
As for the petroleum based projects, the Kaduna refinery utilised 62.7 per cent capacity
while the petrochemical plant which was shut down for five months of the review period
achieved capacity utilisation rate of 9.4 per cent. The Warri refinery achieved 71.0 per cent
vis-a-vis 28 and 35 per cent utilised by the polypropylene and carbon black plants due to
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supply shortages from the Warri refinery when the latter was undergoingrehabilitati~nduring
a part of the review period. The Fourth Refinery attained an average capacity utilisation
rate of 85.0 per cent.
The Machine Tools Shop, Oshogbo, achieved 5 per cent while Jakura and Igbetti marble
companies, reputed for excellent marble production achieved one per cent and 25 per cent
capacity utilisation rates, respectively. The plant of the Nigerian Sugar Company, Bacita
reached 86.0 per cent capacity utilisation rate during the period.
With respect to the cement plants, the average percentage utilisation rates were: Ashaka
Cement Company, Bauchi 107.0, CCNN, Sokoto 89.0, WAPCO, Ewekoro 68.7, Benue Cement
Company 56.4, Nigercem, Nkalagu 18.0, Bendel Cement Company, Ukpilla 17.0 and Calabar
Cement Company 4.0.
The unsatisfactory performance of many of the core projects as reflected in low capacity
utilisation rates and their severe constraints as highlighted should not obscure the successes
achievtd by the projects as a whole. Indeed, the core projects by and large can be commended
for translating into reality some of the aspirations of the government in industrial development.
The projects, in particular, the fertilizer project at Onne, Nigerian Sugar Company, Bachita,
the petroleum based plants as well as Ashaka and Benue Cement companies are success
stories. Together with others such as the iron and steel project, cement factories a~ well
as marble and paper plants, they have played a role in the acquisition of transferred technology
and have achieved a measure of success in the multi-dimensional perspective of forward
and backward linkages which are a 'sine qua non' in industrial development.
"Besides, the industrial core projects have created employment opportunities for the less
skilled, especially in their catchment areas and opportunities for learning by doing for their
relatively more skilled employees. Some of the planned projects that are yet to take off,
like the LNG project, are expected to provide the much needed o~portunities for improving
the finer technical skills and for expanding the process of industrial transformation. Thus,
the core projects are a solid framework for the furtherance of Nigeria's indutrialisation goals.
The problems experienced in implementation and administration which have constrained performance of the projects should be seen as part of the learning process of becoming
a~ industrial nation. They therefore constitute the experience in the acquisition of industrial
skills and in tracking the course of industrial development. In spite of the overall success
of the core projects, each of them should strive harder to overcome whatever constraints
that bedevil its performance. They should individually justify their establishment through
efficient and high capacity utilisation. Hopefully, amelioration of some of the problems of
fonding and management is imminent through the current effort to restructure the6 wnership
of some of the core projects through privatis.ition. Greater control and accountability are
expected to be achieved. Greater accountability in respect of the projects being commercialised
should encourage cost rationalisation and lead to greater prudence in relating costs to benefits.
In effect greater efficiency in performance ,md greater successes are expected from the core
projects as the new industrialisation era downs.

